Recommended Adjustments for
Dunnellon Water and Wastewater Rates

April 9, 2026




Summary

e Staff recommends a 4% annual fixed rate
adjustment to both the water and wastewater rates
over the next five years per the Raftelis report

* The 4% increase is in addition to the consumer
price index rate adjustments. On October 15t 2025
the rates were increased by 2.79% the additional
4% on May 18t would total 6.79% in FY 2026, for
both water and wastewater.




Background

e City of Dunnellon was facing high debt and capital
upgrade needs

 FGUA and City of Dunnellon entered into an
interlocal agreement in December 2017 for the
FGUA to acquire the system.

* Acquisition was funded by securing a USDA Rural
Development loan

* Agreement called for existing water and wastewater
rates to be maintained for 2 years after acquisition.




FGUA Management of Dunnellon System

« Secured $25.6 million in state grants reducing
cost to customers
Rates have been maintained for 8 years, 6 years

beyond what was required in the agreement
Capital improvements made:

* Chatmire Septic-to-Sewer Program

* Rainbow Springs Water Reclamation Facility
Decommissioning

« 180%™ Avenue Package Plant Abatement




Dunnellon System Operating Budget

* Declining cash positions due to contributions of
almost $1 million from unrestricted funds for Pay-
as-you-go capital projects and miscellaneous
transfers to reduce unfunded capital needs.

 No available cash in the Rate Stabilization Reserve
since the system was acquired in FY 2019

* |[ncreased operating expenses due to inflation an
Increased construction costs 9

* Maintain debt service coverage and cash flow ratfo ==,




Current and Projected Capital Needs

For FY 2026 - 2030, the capital plan consists of
Infrastructure upgrades and wastewater facility
connections to improve system reliability, meet
environmental regulatory standards, and to continue
septic system abandonment in proximity to spring fed
rivers.

R&R projects will focus on collection, distribution system,
and service line improvements.

Going forward, we will focus on the Rio Vista septic to
sewer project and capacity expansion of the wastewater fgu
treatment plant. o
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Proposed Rate Adjustments

Recommended Average System Annual Percent Rate Adjustments

Fiscal Year Ending September 30,

Current 2026 2027 2028 2029 2030
Price Index Rate Adjust. 2.79% CPI index CPl index CPl index CPl index
Additional Fixed Rate Adjustments:
Water System 4.00% 4.00% 4.00% 4.00% 4.00%
Wastewater System 4.00% 4.00% 4.00% 4.00% 4.00%
Total System Rate Adjustments:
Water System 6.79% CPI plus 4% CPI plus 4% CPI plus 4% CPI plus 4%
Wastewater System 6.79% CPI plus 4% CPI plus 4% CPI plus 4% CPI plus 4%
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Next Steps

e Public Hearing - April 16 FGUA Board Meeting
e Effective date of rate increase - May 1
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